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Swedish Labor Market Policy
Labor market policy is part of the governments economic policy, the
overall aims of which are rapid economic progress, full employment,
a low rate of inflation, balance in Sweden's payments to and from
foreign countries, and an equitable distribution of Incomes. In this Fact
Sheet, the term "labor market policy" refers to job placement services
and other more or less selective measures to improve opportunities
for people in the labor force to obtain and keep a job. These tasks
fall mainly under the jurisdiction of the National Labor Market Adminis-
tration (Arbetsmarknadsverket).

OBJECTIVES
Labor market policy has expanded a great
deal since the end of the 1950s. From the
late 60s onwards it has accounted for be-
tween 5 and 8% of the State budget, which
is three to five times its share of expendi-
ture in the mid-1950s.

The main task of labor market policy in
the 60s was the stimulation of economic
growth. Added priority was given to meas-
ures aimed at encouraging occupational
mobility, viz, placement services, labor
market training and relocation grants. But
measures to influence demand for labor in
the form of relief work projects and meas-
ures on behalf of the occupationally handi-
capped also acquired added importance.
During the 70s, with the deceleration of
economic growth the role of labor market
policy changed somewhat. A strategy was
developed in order to offset the falling off
of demand and "leapfrog" the international
recession. Various measures were Intro-
duced to make it possible for companies to
avoid staff reductions. Traditional job cre-
ation measures such as relief work projects
were also resorted to on a large scale, and
the scope for job placement and measures
to influence labor supply was restricted.
Labor market policy during the present
detade has acquired a somewhat different
focus, partly in the light of experiente
gained during the 70s. Its main task, at
every stage of the business cycle. is to help
reconcile labor supply and labor demand,
quickly and efficiently. Labor market policy
during the currcnt upturn is essentially con-
cerned with supporting the expansion of the
business sector. improving services for job
seekers and employers, and reverting to
"the employment line" (i.e. reducing the
proportion of unemployment benefit pay-
ments in the Labor Market Administration

budget). This means greater emphasis on
measures to enhance the efficiency of the
labor market.

LABOR MARKET TRENDS

Since 1970, the Swedish labor market has
been characterized both by continued rapid
structural transformation in the business
sector and by three major recessions, in
197 -73,11976-78 and 198 I-83 respective-
ly. Because of the growing difficulty of pur-
suing general measures, labor market policy
has assumed sizeable stabilization tasks.
At the same time, there have been increas-
ing demands for programs to counteract
structural unemployment.

Since 1970, the number of people in tbe
Swedish labor force has increased by I 7.646
to about 4.5 million. The labor supply con-
tinued to grow during the second half of the
70s (though at a slower pace) despite very
weak total demand for labor. The inamse
in the labor force consisted almost listirdy
of women, who have to an increasioa sant
entered the job market. Throughout the
period, irrespect ive of business cycles, them
was continued rapid expansion withio those
parts of the public sector traditioosity
dominated by women. This was due, not
least, to the expansion of public child care
and old age care facilities. Since 1970,
women have increased their share of the
labor force from just under 40% to 48%. In
contrast to the recession periods of the 70s.
however, the number of people with jobs
diminished during 1981 and 1982.

In 1988. 4% of total employment was in
agriculture and forestry. while 29% was in
mining, manufacturing and construction.
Within all these sectors, employment de-
clined somewhat during the second half of
the 70s. The drop in industrial jobs was
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especially large during the recessions of
1976-78 and 1981-83. As for the rest, 12%
were employed in ..vholesale and retail trade
and 54% in private and public services. The
number of employees within local govern-
ment services has nearly doubled since
1970, so that in 1988 they exceeded the
number of those employed in mining.
manufacturing and construction.

At the same time as the number of em-
ployees continued to grow througho6t the
70s. various factors led to a lower rate of
growth in total hours worked. These in-
cluded longer paid vacations, increased
opportunities to take parental leave, and a
growing proport ion of part-time employees.
In recent years. however, the total number
of part-time employees has declined while
there has been an increase in the total num-
ber of hours worked.

Registered unemployment appears low
compared with other countries. During the
70s, the annual averages varied between
1 5% and 2.7% of the labor force. During
the 80s, however, registered unemployment
reached its highest level of the post-war
period, averaging 3.5% in 1983, compared
to 1,6% in 1988.

Since the early 60s. unemployment has
tended to be higher at comparable stages
of successive business cycles. The most
rapid rate of increase has been among young
people under age 25. especially teenagers.
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The rise in unemployment is largely due to
individuals being unemployed for longer
periods.

Despite major programs to help them, the
problems of certain groups tended to wors-
en after 1970. For instaoce, young people,
older unemployed people and the occupa-
tionally handicapped have encountered an
increasingly difficult labor market situ-
ation, with large increases iL the duration
of unemployment. Furthermore, major re-
gional differences persist despite efforts to
bring available labor and the demand for
it geographically closer together. The num-
ber of long-term unemployed, i.e. those who
have been out of work for at least six
months, totalled 21% of all unemployed
labor in 1988. The corresponding figure in
1970 was 11%.

STRUCTURE OF THE LABOR
MARKET ADMINISTRATION

The Labor Market Administration is re-
sponsible to the Cabinet and the Ministry
of Labor for implementing government
labor market policy. The Administration
includes the National Labor Market Board
(.4rbeismarknadssiyrelsen. AMS) and the
county labor boards (länsarbetsnämnd)
The county labor boards run the employ-
ment offices (arbetsrirmedling), the em-
ployability institutes (arbetsmarknad.sinsti-
tut) and in certain cases a special employ-
ment service for cultural workers (kulturar-
bets/brmedling).

AMS is the central administrative agency
for general labor market matters and ,s the
agency directly in charge of the count . labor
boards and employment offices. In corre-
sponding fashion, the county labor boards
are regional agencies for general labor mar-
ket matters and for the employment servi-
ces. The employment services in each
county have, with effect from 1987, been
organized in the form of municipally based
employment service boards (included as
delegations in the county labor boards) with
employment offices, and mobile employ-
ment service units. The employability insti-
tutes, which are responsible for vocational
rehabilitation and intensified counseling,
are located throughout the country. Each
county labor board has a mu.,ty secretariat
liaising with these centers in the county.

In principle, the employment offices
handle all job placement tasks in Sweden.
since private employment agencies are for-
bidden. The employment service is also
backed up by a law which requires all job
vacancies (with certain exceptions) to be
SEK 1 (Swedish krona) USDO 15 or GBP 0 10
(approx )

registered at the local offices. A company
is, however, not obliged to hire a person
referred to it by the employment offices. It
may recruit employees by itself without
utilizing the facilities of these offices.

A unique feature of Swedish labor mar-
ket policy is the important role accorded
to the management organizations and labor
unions. Representatives of both sides sit
on boards of dinctors at all levels of the
Labor Market Administration. For exam-
ple, the trade unions have six members and
the employers three members on the I 7-
st rong dirtetorate of AMS. Labor and man-
agement representatives are not restricted
to decision-making bodies alone, but are
also found on more or less permanent com-
mittees that do research work, provide ad-
vice, and prepare various items of business.

TYPES OF LABOR MARKET
POUCY MEASURES

Labor market policy measures can be classi-
fied according to what they are intended to
influence. The intention of certain meas-
ures is to bring together employment open-
ings and job seekers at a particular point
in timeso called matching measures,
mainly consisting of job placement. Other
programs are aimed at influencing the sup-
ply of labor, i.e. primarily measures to en-
courage occupational and geographic mo-
bility. Finally, certain activities are in-
tended to influence the demand for labor,
either by means of subsidies to retain or
increase employment at companies or by
means of individually oriented measures
such as relief work or efforts to create em-
ployment for older people or the occu-
pationally handicapped. Aside from these
active forms of aid, there is also payment
of cash benefits to the unemployed.

The distribution of funds among differ-
ent types of measures normally shows cer-
tain variations related to the business cycle.
See Table on page I.

Matching Masures
The major changes occurring on the labor
market have meant increasingly large de-
mands on the ability of the employment
service to mach job seekers with vacan-
cies. As:de from actual Job placement,
matching activities include information
and guidance which lead up to venous pro-
grams preparing a person for employment.
The employment service provides voca-
tional counseling and whatever exami-
nations of the applicant's situation may be
required, for instance regarding ocational
training, aptitude testing and occupational
rehabilitation, or placement in a job out side
the regular labor market (relief work, em-
ployment with subsidized pay, or sheltered
employment).

Public job placement officials handle a
sizeable volume ofjob seekers and employ-
ment openings. During fiscal 1987/88 a
total of 893,000 people were registered at
the employment services as job seekers (an
inch v icloal person may have been registered
more 'than once during the year). Of these,
about 475,000 were jobless at some point
during the fiscal year. Of all applicants
about 10% were occupationally handi-
capped, 8% were foreign citizens, and about
40% were young people aged 16-24. In all,
the employment offices registered 756,000
job openings during the year. of which

711,000 were newly-registered and 45,000
left over from the previous fiscal year.

A number of steps have been taken in
recent years to make job placement services
more efficient. For instance, job placement
is now fidly computerized. Terminals pro-
vide each employment office with access to
information about all job-seekers and all
vacancies. Thus vacancies are filled quicker
and more efficiently. This means shorter
periods of unemployment for job-raken,
shorter vacancy periods for companies and
substantial economic pins for society u a
whole. To increase efficiency still further,
the job placement services have been made
more goal-oriented and there are wide-
spread moves afoot to switch personnel
from administration to direct contact with
clients. In addition, placement offices are
being staffed to accord with the needs of
job-seekers and employers.

Motown to Influence Labor Supply
An important type of program to influence
the availability of labor is subsidization of
georaphical mobility. To facilitate the de-
grei If mobility justified by labor market
conditions, the employment office can pro-
vide economic aid as well as job placement
service. The former may consist of coinpen-
sation for actual moving expenses, starting
grants, and per diem allowances covering
the temporary extra costs of double resi-
dency. During fiscal 1986/87 about 33,400
people received starting grants when they
moved. Starting grants were discontinued
from 1st July 1987 except in the case of
so-called key applicants. From 1st January
1989 a new moving sutsidy was intro-
duced, an additional-cm.s allowance of
SEK 5,000 payable to Lertain job-seekers
who move to another part of the country
for labor market reasons.

Labor market training adapted to meet
individual requitements (excluding training
within companies) is one of the most impor-
tant means of influencing and changing the
available labor supply. The trainina pro-
gram is primarily intended to help unem-
ployed people and hard-to-placejob seekers
who lack occupational skills.

Most labor market training assumes the
form of specially arranged courses under
the auspices of the Labor Market Training
Group (AMU-gruppen)a new authority (as
of 1986) consisting of a central board and
25 regional commissions. The courses take
place at labor market training centers. The
bulk of these courses are vocationally
onented, but there are also preparatory
courses. Labor market training can, how-
ever, also consist of st uchls at a compulsory
or upper secondary school.

Labor market training is free of clone,
and participants aged 20 or over receive
training grants angina from SEK 270 to
SEK 450 per day. This compares with an
average daily income of about SEK 540 for
industrial workers in 1988. Teenagers with-
out dependents receive an allowance of
SEK 191 per day. Individually oriented la-
bor market training has more than doubled
in volume since 1970, and during fiscal
1987/88 on average 39,000 people partici-
pated in labor market training.

During the 70s, there was a sharp In-
crease in study programs for occupations
in the service sector. Those who completed
these programs were predominantly wom-
en. At the same time, there was a decline
in the percentage of labor market training
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participants enrolled in programs for occu-
pations in the manufacturing sector. At the
beginning of the 80s, however, there was a
decline in the proportion of women engaged
in labor market training. But this trend has
been halted in recent years and the pro-
portion of women is once again rising. In
the 1987/88 fiscal year, they accounted for
51% of labor market trainees.

Annual follow-up studies have shown
that most people who begin labor market
training also complete it. Usually about
60-70% of all students in the specially ar-
ranged vocational t raining courses also find
jobs on the open labor market within six
months alter completing their studies.

Job seekers with limited work capacity
can be given vocational rehabilitation at the
employability institutes. Some of these cen-
ters have special resources for particular
categories, e.g. the visually handicapped.
those with impaired heanng and those with
mobility disabilities. The centers can also
provide intensive counseling for persons
who have difficulty in choosing a possible
occupation Other activities include meth-
ods de%elopment, research and training/
education to improve vocational rehabili-
tation Dunng the 1987/88 fiscal year. on
average 5,100 people were enrolled at em-
ployability institutes.

Measures to Influence Demand for
Labor
Measures to influence demand for labor can
either be aimed at individuals or at compa-
nies. The first of these categories includes
such traditional measures as relief work
projects and employment-generating activ-
ities for the disabled. Measures aimed at
companies are Intended to maintain cast-
ing jobs or influence hiring.

Measures Aimed at Individuals
Relief work projects are arranged in order
to cvate temporary jobs for unemployed
people who, for various reasons, cannot
find work on the regular labor market. A
traditional type of relief job is construction

and civil engineering projects to counteract
recessionary or seasonal declines in busi-
ness activity. Since the mid-70s, however,
relief work projects have assumed a com-
pletely different image than before. Relief
jobs have been created for young people
among others (as from 1984 the age limit
was raised to 20, following the introduction
of special yout'a teams for young persons
aged 18-19). Their purpose has been not
only to provide an income, but also to give
young people working experience and a
better foundation for their choice of occu-
pation or continued education. This shift
in target group has also brought about a
rapid proliferation of relief jobs especially
in local government services and the health
care sector.

As of 1983, jobless members of unem-
ployment insurance societies with less than
50 days to go before tte expiry of their
unemployment benefit are automatically
entitled to relief work. This type of work
carries the same rates of pay as the corre-
sponding jobs in the open market. An aver-
age of 15.200 persons were employed on
relief work projects during the 1987/88 fis-
cal year, and 28% of them were young
neople aged 20-24.

From 1985 people with socm-medical
disabilities who have previously been en-
gaged in municipal relief schemes can get
permanent employment in so-called public
sheltered employment. State subsidies to
the municipal employers amount to 75%
of the labor costs. An average of 5,900
people were employed in such jobs during
the 1987/88 fiscal year.

Recruitment subsidies were introduced in
1984 with the aim of facilitating recruit-
ment of, above all, job seekers aged 18-24,
hardcore unemployed and persons whose
unemployment benefit is on the point of
expiry. At present these subsidies are of two
kinds. Firstly, there are grants for the re-
cruitment of long-term unemployed (and
persons whose unemployment insurance
coverage is about to expire). These are
payable for six months. The second kind
of subsidy, for other hard-to-employ catego-
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nes, is payable for three months. These
subsidies focus mainly on the private sector
but, on xrtain conditions, can also be
awarded for municipal employment. They
cover 50% of true wage akts for siz and
three months respectively. During fiscal
1987/88, an avenge of 5,000 persons were
employed by means of thew subsidies.

In 1984 a legal guarantee of work in so-
called youth teams (under the terms of the
Act on Employment in Youth Teams with
Public Employers) was introduced for
young persons aged 18 and 19. According
to this, young people were placed in youth
teams by the employment office if no other
work or more suitable placement could be
found for them. The Act entitled these
youngsters to an average of four hours'
work a day, five days per week, at going
rates. Those whose previous employment
and membership entitled them to unem-
ployment compensation thereby qualified
for full-time employment. On evenly these
youth teams had 14,000 members during
the 1987/88 fiscal year. From 1985 job-
seeking was a compulsory feature of youth
team programs. The law required the
youngsters to devote an average of two
hours a week to job-finding activities.

Induction opportunities for young per-
sons aged 18-19 were introduced in 1986.
The purpose of this system is to give young-
sters hands-on experience and an introduc-
tion to working conditions, above all in
industry. The subsidization rate is 50% of
total wage costs for six months. In the
1987/88 fiscal year the average number of
participants was 1,300.

On July 1, 1989, the law on youth teams
was superasded by a new kind of guaranteed
employment scheme. This guarantees all
18-19-year-olds full-time employment via
induction opportunities if they have not
found work on the regular labor market.
The scheme applies to young persons who
are still out of a job seven weeks after regis-
tering at the employment office and after
participating in job-seeking and vocational
guidance activities. Induction opportu-
nities are available throughout the labor
market, command standard wage rate, 3nd
run for six months. Government subsidies
meet 50% of wage costs.

Since 1984 it has also been possible for
jobless persons to obtain grants towards
starting up their own businesses. Dunng
1987/88 about 2,000 persons received these
start-up grants, which are payable for up to
six months at the same rates as unemploy-
ment compensation.

During the 70s, various laws were passed
both in order to reinforce the job security
of existing employees and to make it easier
for the employment offices to find work for
hard-to-place job seekers.

The Act on Security ofEmployment stipu-
lates, for erample, that an employer must
give legally acceptable reasons for firing
employees, and that the notice period must
be 1-6 months, depending on the em-
ployee's age. A person dismissed due to lack
of sufficient work is also entitled to first
refusal if the Com -pony later hires new em-
ployees. Another law, the Act Concerning
Certain Employment-Promoting Measures,
stipulates notice periods of 2-6 months to
the county labor board in case of pro-
duction cutbacks. The Act also gives the
labor market authorities the option of far-
reaching negotiations with companies with
th.; aim of furthering the hiring of hard-to-
place job seekers.



When job placement and training pro-
grams are insufficient, various employ-
ment-generating measures for the occu-
pationally handicapped may be used.

Wage subsidies or introduction subsidte .

are payable to facilitate the recruitment of
disabled persons in both the private and
public sectors. Wage subsidies are only pay-
able with respect to permanent jobs.
National governmental authonties are en-
titled to grants covering full wage costs.
Other employers normally qualify for 50%
coverage for the first two years and 25%
thereafter. Subsidization periods can be
extended. Employers who take on unem-
ployed people with severe occupational dis-
abilities are entitled to special wage sub-
sidies amounting to 90% of the labor cost
for the first year and 50% for the following
three years. Dunng the 1987/88 fiscal year
some 43,200 people held jobs with wage
subsidies.

Introduction grants, Introduced in 1984,
can be awarded in cases where the em-
ployee requires Intensive introduction and
special modifications have to be made to
the workstation. These grants, which are
payable for both temporary and permanent
jobs, cover 90% of wage costs for up to 960
hours.

Another type of subsidy is a government
grant available to employers to purchase
working aids for the disabled. There are
also grants and loans for motor vehicles and
subsidies to pay people who assist the dis-
abled with their work. In addition, there
are grants available to oldei or occupation-
ally handicapped people who wish to oper-
ate their own businesses. From the 1986/87
fiscal year, special county companies
(Liins-Galaxbolag) have been set up to pro-
vide jobs and rehabilitation for unem-
ployed building and construction warkers.
They Involve collaboration between the
Nationai Labor Market Board and, among
others, the major building corporations,
and wage costs for the workers assigned to
the companies are 75% state-subsidized. In
the 1987/88 fiscal year 400 persons were
employed on average in ti ese companies.

It has nevertheless proved to be difficult
to place all occupationally handicapped
people on the regular job market One
alternative is placement in sheltered em-
ployment. As of 1980. the various types of
sheltered employment, i e. sheltered work-
shops. office work centers, industrial relief
jobs and certain types of home-based work
have been brought together Into a special
production and sales organ.zat ion. the Swe-
dish Communal Industries Group (Sam-
halhforetagsgruppen, from 1st July 1987
Samhall AB). During fiscal 1987/88 the
group had on average 28,300 employees.
divided into 350 workshops and 24 region-
al hcad offices

ileaures .iitned at Companies
Labor market policy has long included a
relatively large variety of in-home labo,
market training. As of 1984 there are tour

This fact sheet is published by the Swedish
Institute as part of the Swedish information
service abroad and is intended to be used
for reference purposes It may be freely
used in preparing articles, speeches, broad-
casts, etc. No acknowledgement is neces-
sary Please note the date of publication

kinds of in-house training qualifying for
State grants: (a) bottleneck training, i.e.
training for skilled jobs were there is a short-
age of skilled personnel, (b) training for
structural change, i.e. training for employ-
ees whose previous training is outmoded
and whose jobs will be so thoroughly trans-
formed by structural change that they must
be retrained if they are to stay on, (c) train-
ing for potentially redundant workers who
would otherwise run an imminent nsk of
being laid off, and (d) t raining of employees
belonging to the underrepresented sex in
jobs where. the sexes are unevenly balanced.

The State grant paid to the individual
company covers the actual cost of the train-
ing course, up to a maximum of SEK 35
per hour. A company can also receive wage
subsidies of up to SEK 35 per hour, condi-
tional on a quid pro quo in terms of employ-
ment policy. Employees cc nt inue to receive
their normal pay during training. In all
25,000 persons participated in in-house
training during the 1987/88 fiscal year.

Other employment promotion measures
for persons already in employment are or-
ders to industry and temporary employment
subsidies. Under the orders to industry
scheme, national governmental authorities
can bring forward orders placed with in-
dustnal enterprises where cutbacks are
Imminent. Temporary employment sub-
Wits are for the benefit of elderly workers
in the textile and garment industries.

Recruitment subsidies of various kinds
have been used for brief penods ever since
the end of the 70s in order to speed up re-
cruitment plans in anticipation of an leo-
nomic upturn. The temporary recruitment
subsidies introduced in 1978179 were ad-
dressed to the manufacturing Industry, re-
tail trade and pnvate services, while the
temporary recruitment incentives scheme
of 1981/82 was confined to manufacturing
Industry. Subsidies were made available
during the second half of 1983 for speeding
up the planned recruitment of new em-
ployees at local authorities.

REGIONAL DEVELOPMENT AID

The government's regional development
policy objective is a balanced population
trend around the country along with access
to work, services and a sound environment
in all areas. It is implemented is three ways:
regional planning, information and adviso-
ry services, and financial subsidies. Region-
al development policy has been realigned
and expanded in recent years to focus on
professional cempeten cc-rani ng, education
and infrastructural Improvement. Respon-
sibility for regional subsidies was trans-
ferred to the National Industrial Board
(Staten% Indu.triverk) in fiscal 1984/85.
Since 1988/89 regional development policy
has once again become the responsibility
of the Ministry of Labor.

Supportive measures for the business sec-
tor mainly comprise loans and grants for
investment purposes. goods transport sub-

sidies and subsidies for the augmentation
of labor force. The distribution of regional
development aid to business enterprises is
based on a division of low-employment re-
gions into three aid areas with different
levels of priority. Most of the aid goes to
companies in the seven counties of nor-
thern Sweden, which have distinct, long-
term employment problems. Effective from
1983, employer-financed social welfare fees
in Sweden's most northerly municipalities
were reduced by 10% of payrolls for all
employers except national and local govern-
ments.

Employment subsidies are granted in
varying amounts and for varying periods
to companies in the three highest-priority
aid areas which increase their net man-
hours of employment. The maxim urn avail-
able subsidy per employee is SEK 105,000
for three years, SEK 150,000 for five years,
or SEK 180,000 for seven years. Employ-
ment subsidies are administered by the
National Industrial Board, while other sup-
portive arrangements for the business sec-
tor come under the Ministry of Industry at
central level and the county administrative
boards at regional level.

CASH BENEFITS TO THE
UNEMPLOYED

Unemployment insurance in Sweden is
administered by unemployment benefit
societies, closely tie to the nationwide
trade unions. Membership in such a society
is voluntary and ordinerily goes along with
membership in the appropriate trade union.
The unemployment benefit societies are fi-
nanced from members' dues and from em-
ployer fees. There are 43 societies with
about 3.5 million members. To be eligible
for benefits, an unemployed member has
to register as a job seeker with a local em-
ployment office and be willing and able to
accept suitable work.

Unemployed people eligible for such ben-
efits may receive 90% of previous working
income or a maximum of SEK 450 per day
(in future this figure will conform to wage
development levels for industnal workers).
Unemployment benefits are taxed in the
same way as working income Recause of
the progressive effects of the tax system, the
resulting loss of income is less after tax. A
person may not receive more than 300 days
of uninterrupted unemployment benefits,
although members aged 55-64 may receive
benefits for up to 450 days.

So-called ca.s,) labor market assistance, a
public unemployment benefit amounting
to SEK 158 per day, complements the
unemployment insurance system. It pro-
vides some economic protection to new
entrants on the labor market and other
unemployed people who are not members
of recognized unemployment benefit soci-
eties. Just over one third of the total cost
of this program is financed by the national
government, the remainder by employer
payroll fees.

For further information please contact.

The Swedish Embassy or Consulate in your country
(in the U S.. The Swedish Information Service, 825 Third Ave .

New York, N Y. 10022)

THE SWEDISH INSTITUTE, Box 7434, S-103 91 Stockholm, Sweden
Office* Svengehuset (Sweden House), Kungstradgarden, Stockholm
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